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JUSTI CE DEPARTMENT CHALLENGES RHODE | SLAND DENTAL GROUP' S
AGREEMENTS THAT DI SCOURAGE DI SCOUNTI NG

WASHI NGTON, D.C. -- The Departnment of Justice filed an antitrust
suit today against Rhode Island' s |argest dental care insurer for
usi ng unl awful agreenents that discourage dentists fromoffering
di scounts to patients covered by other insurance conpanies and to
uni nsured patients who need dental care.

This is the Departnent's fourth case chall engi ng such contract
provi sions, which are known in the industry as "nost favored nation"
cl auses.

Delta Dental of Rhode Island, which is headquartered in
Providence, is the state's |largest dental care insurance plan
collecting $48 mllion in premuns in 1994.

The Departnent alleged that Delta Dental reduced di scounting and
price conpetition for dental services under agreements with dentists
that had the effect of preventing dentists fromcutting fees bel ow
those offered in the Delta Plan. The agreenent, in effect, required
any dentist caring for patients insured by Delta Dental to charge
those patients no nore than the dentist charged any ot her patient,
whet her insured or not.

"The Departnent's |awsuit seeks to ensure that Rhode I|sland
consunmers will have access to a wi der choice of dental care insurance
plans and will enjoy the benefits of increased price conpetition anong

dentists in the state," said Anne



-2 -
K. Bi ngaman, Assistant Attorney General in charge of the Departnent's
Antitrust Division.

Si nce about 90 percent of dentists in Rhode Island serve Delta
Dental patients, and since nost of these dentists derive a significant
portion of their incone fromcaring for these Delta patients, they
face the prospect of reducing their incone significantly if they offer
any other patient a |ower fee than they charge to Delta Dental
patients, the Departnent said.

"Delta Dental's use of the nost favored nation clause restricts
price conpetition anong dentists in Rhode |Island by providing a strong
di sincentive for dentists to discount fees for dental care for any

patient," said Bingaman. "The clause also nakes it harder for other
pl ans that could conpete with Delta Dental to open up shop in Rhode
I sland, by making it harder for themto negotiate a favorable fee
schedul e with | ocal dentists.”

According to the Departnment, so-called preferred provider
organi zati ons are anong those significantly affected by the Delta
Dental practices targeted by the lawsuit. Preferred provider plans
identify a limted group of dentists for their clients to be treated
by and negotiate discounted prices with those dentists.

"There should be roomin the nmarketplace for both preferred

provi der organi zations and plans like Delta Dental," said Bi nganan.
"PPCs work by negotiating discounted fees fromselected dentists in
return for steering plan nmenbers toward the dentists selected. Delta
Dental's nost favored nation clause, by inpeding the ability of PPGCs
to negotiate such arrangenents, jeopardizes the access of PPGs to

wi | Iing Rhode Island dentists, thereby inpeding Rhode |sland consuners
access to this lowcost type of dental coverage."

The Department's civil antitrust suit was filed in U S. District

Court in Providence, Rhode Island.
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In 1994 and 1995, the Departnent challenged simlar types of
clauses in two other statew de dental insurance plans and in a
nati onal vision care plan.

The Departnent filed a conplaint and proposed settlenent with
Delta Dental Plan of Arizona Inc. in August 1994 that elininated the
nost favored nation clause and prevented Delta Dental from engaging in
other actions that limted future discounting by Arizona dentists.

The settlenent was entered with the Court in May 1995.

In April 1995, the Department filed a conplaint and proposed
settlenent with Oregon Dental Services involving sinilar charges. The
settl enent, which brought the sane relief, was entered with the Court
in July 1995.

I n Decenber 1994, the Department filed a conplaint against Vision
Service Plan--a national vision care insurer--involving simlar
charges that nmmde optonetrists unwilling to cut their prices or offer
di scounts on vision care services. The proposed settlenment, which
elimnates the nost favored nation clause and prevents Vision Service
Plan fromengaging in other actions that linmts future discounting by
participating doctors, is still pending with the Court.

The Department said that today's case is particularly significant
because it is being filed in the jurisdiction where the Ccean State
case was deci ded.

In Ccean State, the First Grcuit Court of Appeals, in 1989,
revi ewed a chall enge by Ocean State Physicians Health Plan to Bl ue
Cross and Blue Shield of Rhode Island s use of a nost favored nation
clause. The First Circuit held that, under the circunmstances, Blue
Cross's nost favored nation clause did not violate the antitrust |aws.

Bi ngaman said that the Ccean State case has been wi dely mi sread
as hol ding that nost favored nation clauses are al nost al ways | egal

under the antitrust |aws.
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"The Departnent is filing this case because it is convinced that
sone nost favored nation clauses, such as the one challenged in this
case, have substantial anticonpetitive effects and that Ocean State is
not inconsistent with that conclusion," said Bi nganan.

"W remain committed to ensuring that anticonpetitive practices
do not bl ock consunmers' access to affordable health care," added
Bi nganan.

The Department's investigation into sinmilar agreenents in the
health care industry is continuing.
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